The 1997 NGO Sustainability Index
for Central and Eastern Europe and
the New Independent States

Bureau for Europe and the New Independent States
US Agency for International Development

Note: Best available copy --
no introductory or additional
explanatory material submitted --
see 2" (1998) and 3™ (1999) editions
for additional information

Note: Title page added to electronic version by
USAID Development Experience Clearinghouse






NGO Sustainability Analysis: Al bania

ALBANI A
Devel opnment of the Not-for-Profit NGO Sect or

OVERALL: The NGO sector is progressing surprisingly well, given
that it was non-existent five years ago. One reason for its

st eady devel opnent may be that many politically and socially
conscious activists find the enmerging NGO sector to be a better
vehicle for their anbitions than party politics or trade
unionism Unlike these nore traditional fornms of politica
activism the NGO sector enjoys greater political space, is
untai nted by the past, receives generous support from

i nternational donors, and can acconodate many "chiefs".

LEGAL ENVI RONMENT: 4 Laws on associ ations and foundations are
vague but registration is quick and easy. NGO are tax exenpt
and have little difficulty securing exenption in practice. NGOs
are able to charge for m nor services, such as nenbership fees
and smal | service fees. Engaging in bigger, comrercia
activities is likely to run into problens, as the Fultz School"'s
unsuccessful attenpt to raise revenues, suggests. Yet pushing
for a clarification of NGO |l egislation on this issue my be

i nopportune, as it may lead to greater restrictions rather than
to a nore explicit liberalization. The GOA appears to be intent
on tightening up the NGO | egi sl ati on.

ORGANI ZATI ONAL CAPACITY: 4 The best organi zations are in
Tirana. They make use of volunteers and staff and are able to
secure donor funding. A few NGOs distinguish between their
directors and their staff. Environnmental, wonen's and socia

wel fare NGOs are anong the strongest; 40 youth organi zations have
joined an unbrella group, called The Al bani an Youth Council

Most NGOs have no staff, few volunteers, and rely on 1-3 active
menbers. Sone NGOs have created a network of branches, but often
that branch office is limted to one, not very well-inforned
person. Difficulties of transportation and conmmuni cation
conplicate information sharing between branches and bet ween
headquarters and its branches. Two NGO support centers exist in
Tirana. One, the NGO Forum provides incubator services in four
ot her locations. The other NGO support center is the Danish-
funded Al banian Cvil Society Foundation. A group of NGO
trainers is emerging. Many trainers are associated with the

Regi onal Environnment Center. An organization specializing in NGO
trai ning, DeMeTra, exists.

FI NANCI AL VI ABILITY: 5 Nascency of sector and extreme poverty of
the society severely Iimt the prospects for a financially
sust ai nabl e NGO sector. Most |arger NGOs could not survive
currently without international aid. Some NGOs are diversifying
their (foreign) donor base. NGO Forumoffices in Tirana, Skodra,
Korce, Berat, G irokaster provide neeting space, fax, and
conmput er access for NGO for a nodest fee (funded till 3/99).

Few NGOs appear to be thinking ahead to prepare for life after
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foreign assistance. GOA' s refusal to allow the Fultz School to
engage in comrercial activities (a business park) to support its
m ssion may prove instructive for other NGOs that explore this
option in future. (Hesitation expressed regardi ng accepting
funding from GOA, even if it were available, b/c of fear of
governnment control.)

ADVOCACY: 4 Select NGOs are conmunicating with parlianent,
mnistries, |ocal governnents. Environnental NGOs appear nost
experienced and confortable with assum ng an advocacy role. The
Wnen's Legal Goup contributed provisions to recently passed

| abor code. The last parliament's agricultural comm ssion held
the first parliamentary public hearing in Fier in cooperation
with the Farners Association. There is sone precedent of the NGO
Forum serving as spokesman for the NGO sector, although in a
sonmewhat sel f-appointed capacity--there is little precedent of
NGOs form ng coalitions around i ssues of shared interest to the
sector. Two reasons for this, especially in Tirana, are the
conpetition for donor funds and personality differences between

| eaders of "rival"” NGOs. A third factor conplicating relations
between NGOs is which political canp they identify with or are
subscri bed to. Conplicating issue-based NGOs' attenpts to serve
as advocates is the novelty of non-partisanship as a concept.
The constant struggle of the Society for Denocratic Culture to be
and to portray itself as "non-partisan"--both within the

organi zation and publicly--is reflective of the political

pol arization in the w der society.

PUBLIC | MAGE: 5 Local governnents do not necessarily know what
an NGO is. Yet sone, such as Girokaster, denonstrate NGO | oca
governnent col | aboration. Local governnments have little to offer
resource-w se, including space. The national government is
becom ng nore aware of NGOs. Mnistry of Labor has expressed
interest in clarifying legislative authority for contracting
services out to NGOs. The notivation behind this appears to be
the governnent's intention to oversee or control NGOCs.

Governnment medi a attacked the non-partisan Society for Denocratic
Culture for criticizing May el ections. |ndependent press offers
little coverage of NGOs, and reflects little understandi ng of
their role. To change this, a nonthly press conference has been
i ntroduced to highlight significant NGO activities and
initiatives. Petitions, resolutions, and interviews are being
publ i shed i n papers and broadcast on radio. State TV covers

sel ect NGO efforts.

OTHER DONORS:

Venue Sour ce Activity

Al'bani an Civil Danish Gov't. crogrants to new NGOs, conputer
Soci ety Foundati on trai ni ng.

NGO Forum Dut ch/ ORT. 5 regional NGO i ncubators.

SNV, Dutch NGOs Dutch Gov't. Partnership grants w wonen's, envi,

preventative health NGGCs.
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Dut ch Enbassy Dutch Gov't. Smal | enbassy grants.



NGO Sustainability Analysis: Bulgaria

BULGARI A
Devel opnment of the Not-for-Profit NGO Sect or

OVERALL RATING Bulgaria's nascent CSO sector has registered
relatively little progress in all the areas identified in our

anal ytical framework. Wile the broader enabling environment and
manageri al /adm ni strative capacity of CSCs can be expected to

i nprove over the near term changing public attitudes about the
related ability of these groups to secure adequate funding
donestically will remain serious obstacles to sector
sustainability.

LEGAL ENVI RONVENT: 4 Bulgaria is the only DemNet country in

whi ch a communi st period | aw governs the registration of al

CSCs. As a result, there are bureaucratic and adm nistrative
obstacles (e.g., cunbersone requirenents) that "plague" the
sector. For exanple, the law curtails the ability of CSCs to
engage in economc acitivties. Nonetheless, a progressive draft

| aw has been prepared and is slowy working its way through the
governnent. Although the current | aw does not adequately pronote
a vibrant CSO sector, recent efforts to i nprove upon the enabling
envi ronnent include the drafting of appropriate tax |egislation
with a reasonabl e outlook for its passage. The national
governnment, while refraining fromany harassnent, does not regard
CSCs, even those involved in "apolitical"™ activities, such as
soci al service delivery, as a bonafide devel opnent partner. This
al so has an inpact on broader public attitudes [see Social and
Political Stature].

ORGANI ZATI ONAL CAPACI TY: 3 USAI D- f unded training prograns have
enhanced the institutional capacity of a growi ng nunber of CSCs,
but the inpact on the sector as a whole is difficult to
determi ne. The strongest organizations tend to be Sofi a-based
and have done little to expand their constituencies. Interna

di visions within the CSO sector have reduced its effectiveness
and di ssi pated energy and resources that could otherw se be
devoted to capacity building. Also, other international donors
active in the civil society area have tended to enphasize snal
grants to CSCs without the attending training conmponent that
characterizes USAID efforts. Those CSCs that are working with
muni ci pal governnents, particularly in connection with the

M ssion's Local Governnent Initiative, appear to be benefitting
organi zationally and adm ni stratively.

FI NANCI AL VIABILITY: 5 The vast majority of CSGCs renain
financially dependent on one or two international donors. Even
if the organizations were to receive training on fundrai sing,
they confront a very gl oony donestic econom c | andscape.
Moreover, there is no real philanthropic ethos in the citizenry
at large or that small segnment of the business conmunity that is
prospering. For the foreseeable future, it is difficult to

envi sion a CSO sector that is financially viable wthout
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assi stance fromthe international community.

ADVCCACY: 4 The CSO sector has not been an inportant player in
public policy, which is both a cause and a consequence of having
made little progress in building a popul ar base. Advocacy and
public outreach skills and activities are in short supply. Mny
organi zati ons do not even see influence in the political process
as integral to their mssion. Inportant exceptions are the trade
uni ons, human rights organi zati ons. Lack of cooperation and

col | aboration within the sector (understandable given the
conpetition for limted resources) has al so reduced CSO
effectiveness at the national level. 1In contrast, there are

i nstances of CSO | ocal government cooperation that has served to
strengthen both parties.

PUBLI C | MAGE: 4 As el sewhere in the former conmuni st worl d,
the Bulgarian citizenry's attitudes toward CSCs are a nmj or
obstacle to the creation of a robust sector. Wthout a tradition
of vol unteerismor understanding of the role of CSGs in a
denocratic society, and with |ow |l evels of political efficacy and
strong residual suspicion of public organizations, the political-
cultural setting is decidedly inauspicious. The failure of CSGCs
to engage in public education and outreach and to denonstrate
tangi bl e results that touch citizens' lives has also contributed
to the sector's generally |ow stature. However, there is sone
cause for optimsmin that organizations that are active outside
the capital have been neeting greater success in connecting with
menber s/ constituents/ beneficiaries and as a result enjoy enhanced
stature.

OTHER DONCRS:
Venue Sour ce Activity
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CROATI A
Devel opnment of the Not-for-Profit NGO Sect or

Overall. The NGO sector in Croatia is characterized by the
foll ow ng: an unsupportive |l egal environnment; a transition anong
NGO>s fromcrisis response to a focus on |long-term sustainable
goal s,; decreased international support; diversity and
multiplicity of directions and activities; |lack of transparency
and advocacy skills; and a | ack of cooperation and intra-sector
communi cation. It is estimated that there are no nore than 500
active NGOs in Croati a.

Legal and Regul atory Environnent: 6 All NG3s are registered as
citizens associations. Although they do not encounter
difficulties in the registration process, the governnent does
sonetinmes create obstacles, particularly for human ri ghts NGOs.
Nei ther | ocal officials nor the governnent reacted to cases of
harassnment of NGOs. |In the |ast year, NGO "Honp" was attacked
three tines and a staff nenber of "Open Eyes" was beaten--in

nei ther case are suspects in custody. Financial police are sent
to those NGOs which are "suspected” of operating "illegally". An
NGO supervi sory group inspects the work of NGOs on regul ar basis,
visiting those NGOs with nore funds and those that focus on "hot"

topics, like human rights, nore frequently. Soros foundation
menbers have been charged with tax evasi on and fal sifying
docunents. Local NGOs nmake it their business to be well-inforned

of governnment requirenents and thus try to avoid problens. The
governnment is now considering extrenmely repressive NGO

| egi slation. [nore than one | aw?] The new "Law on Associ ati on",
whi ch has not yet passed the final reading in parlianent, is
extrenely restrictive. Despite NGO | obbying efforts (loca
coalitions and ICNL), and requirenments inposed by the Council of
Europe, the legislation was only slightly nodified prior to
passage in the Parlianment. Efforts are needed to anend existing
or to draft new laws that will better define and clarify the

| egal and financial foundation of NGOs, e.g., tax status, public
access to nonprofit NGO financial statenents or annual reports to
ensure accountability, reliable | egal advice about nonprofit

i ssues, etc. A clear, conprehensive, transparent, and fully

enf orceabl e body of l[egal and financial regulations is stil
necessary to support the NGO sector.

Or gani zat i onal and Managenment Capacity: 3 NGOs reveal disparate
| evel s of organizational devel opnent, ranging fromthose which
are one-person shows w thout clear programdefinition, to those
whi ch denonstrate enhanced capacity to govern thensel ves and
organi ze their work. The majority of USAID funded NGOs have
financi al managenent systens in place, three or nore diverse
sources of funding, board of directors, organizational charts,
etc. They represent an elite group, however, that is way ahead
in its organizational devel opnent. The majority of other NGOs
still lack organi zational and managenent skills, reporting and
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eval uation procedures. Few have a board of directors, and the
organi zational chart is a conpletely unknown concept. A core of
| ocal trainers fromwonen's and human rights NGOs provi de
training in managenent and strategic planning. A lack of skills
is particularly evident in such areas as strategic marketing for
non-profit organi zati ons, nenbership services, use of volunteers,
sel f-governance, and an NGO s accountability to its nenbers and
the general public--as an indicator, approxi mtely 5% of al
active NGOs publish newsletters.

Fi nancial Viability: 4 Donestic donations are marginal to date,
reflecting in part a |lack of understandi ng by NGOs, although
econom ¢ hardship is probably the greater cause. Menbership fees
and fee-for-services are not conmon practice yet. Fundraising
events organi zed by a nunber of USAID-funded NGOs proved to the
general public and the NGOs thensel ves that domestic donors are
interested in NGO activities. Recently, as a result of
successfully cultivating a rel ati onship, several NG received
funds fromthe Mnistry of Social Wlfare. |In general, it is
much easier to establish a relationship or collaborate with a
muni ci pality than with a national, governnental institution.
Local governnment contributions, although not frequently

regi stered in the past, are becom ng a steadi er source of
funding. Most NGOs are working on inproving fundraising skills,
assisted by foreign trainers and only a few | ocal ones.

Advocacy: 5 As the right to formnatural bonds of community was
denied for a long tinme, small, rural villages show | ack of
communi ty devel opnment. Most of the NGOs are based in nmajor
cities. Nevertheless, the beginning of diverse, |ocal and
grassroots initiatives are appearing in the rural areas.
However, NGOs still do not understand their role as
representatives of citizens' interests, and the role that they
can play in public policy. The concept of public policy, and
advocacy skills still need to be | earned by the majority of NGOs.
Sone i sol ated cases of |obbying with political parties, public
canpai gns, round tables, etc., organized by wonmen's NGOs, have
been very effective. Human rights reports are largely ignored by
t he governnent.

Public Image: 5 NGO sector is m sunderstood or poorly understood
t hroughout Croatia. NGO and their work are usually ignored by
the press and electronic nedia. Only occasionally can articles
be seen in the few i ndependent nmagazines or in daily papers close
to the opposition parties. NGO face an uphill battle for
acceptance in the society. The president hinself has spoken out
vehenent|ly against the activities of certain | ocal and

I nternational NGOs, nunber of Croatian intellectuals, and

di pl omatic representati ons who provide public support for

cul tural, nedia, and human rights activities. The concept of

"vol unteerisni’ as generally experience in the West is not w dely
understood. Public education about the purpose of NGOs and the
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role that they can play in a free, denocratic society needs to be
initiated or recreated. The general public's understandi ng and
percepti on of NGO ought to be aligned with denocratic
principles. Targeted |obbying, public affairs, public relations,
and social marketing are needed to assune this challenge. These
skills, acconpanied by transparency in NG activities and

i nstitutional devel opnent, are not present in abundance anong

i ndi genous NGOs in Croati a.

OTHER DONORS:

Venue Sour ce Activity

Open Society Inst. Soros Leadl ng grant maki ng body

UNI CEF, UNOV, UNHCR  UN War-rel ated, thus declining.
UNHCR nost supportive of NGGs.

Ger many, Norway, Bi | ateral Not devel opnent/sustainability-

Sweden, Hol | and, ori ented and decreasing since the

Denmar k end of the war.

C.S. Mtt, Private War-rel ated funding i s decreasing.

G obal Fund for Wnen, Primary source of support for

Quaker Peace & Service, a nunber of snaller NGOs--wll

West m nst er Foundati on, t hey survive?

Lut heran Wrl d Federati on
EU PHARE EU Not wor ki ng in NGO sector.



NGO Sustai nability Analysis: Czech Republic

CZECH REPUBLI C
Devel opment of the Not-for-Profit NGO Sect or

OVERALL RATING Stage Two to Three. Biggest obstacles are the
interrel ated problens of a | ack of understandi ng anong
governnment, business, and public for NG3s' role and
contributions; NGOs' inexperience in cultivating paying nenbers
and corporate donors; and NGOs inability to rai se adequate
fundi ng donestically.

LEGAL ENVI RONMENT: 2 Assets: Laws regulating the incorporation
of three of the four different types of NGOs have been updated
(foundation/civic association/public benefit organization/church-
rel ated organi zation). NGOs can register with a nunicipa

office, a court, or at the Mnistry of Interior, depending on the
organi zational formof the NGO  Corporations can deduct 2% of
taxabl e inconme for charitable contributions; individuals can
deduct 10% The National Inconme Tax Law exenpts NGOs from payi ng
tax on certain categories of inconme, such as nenbership dues,
donati ons, and bank interest. Sustainable base of Czech |ega
expertise in NGO | aw exi sts. Problens: Passage of the new Law on
Foundati ons and Funds has been held up. Large conpani es do not
consi der the 2% deduction | arge enough. Non-exenpt revenues of
NGO activities get taxed at business rate which, together with
the required separate accounting and tax records for profitable
activities, serves as a disincentive to pursue nore business-

ori ented approaches to revenue rai sing.

ORGANI ZATI ONAL CAPACI TY: 1 Assets: NGO support center provides
information, training, |legal and financial consultations to al
interested NGOs. Local trainers provide al nost all donor-funded
training, incl. DenmNet voucher program which is in demand anong
| ocal NGOs. Level of organizational devel opnent and managenent
skills has increased substantially. Problens: NGO support | acks
reach into smaller comunities, depends on foreign funding.

Local capacity to teach fundraising techniques is constrai ned by
dearth of |ocal experience. Due to difficulties in covering
operational costs, many NGOs are | osing experienced staff to
better-paying jobs. Staff notivation is considered the nost
critical problemby some of the nore established NGOs, worse than
t he actual shortage of funds.

FI NANCI AL VI ABILITY: 2 Assets: Understand need to fundraise.

Cul tivating corporate donors through Donors' Forum and O ga Have
Foundation, which already serves in a limted United Way-type
function in social service area. Probl ens: Service

organi zations rely on public funds, which are awarded by nationa
mnistries--lack of transparency, progranmatic focus, nerit

basis. Wen conpeting for state funding, state service providers
have the advantage over NGOs. Linmted corporate philanthropy,
constrained by lack of profits, limts on tax deduction,

interest. Individual support, such as nmenbership dues, is rarely
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solicited, and is nore synbolic than significant. Since

i ndi genous, endowed foundations do not exist, advocacy NGOs and
post - Vel vet Revol ution organi zations rely heavily on foreign

f undi ng.

ADVOCACY: 3 Assets: Annual Conference of NGOs el ects a standing
commttee. NGO center provides information and services to NGOs.
Several |eading NGOs are collaborating to publicize NGOs'
services for the disabled and NGO efforts to integrate the
di sabled into society. Advocacy on behalf of the disabled and
environnental protection is strong. Pre-election guides on
parties' environnmental platform published. Local environnental
chapters communi cate extensively with each other. Problens: NGO
standi ng conmittee hesitates to speak for NGO sector as a whol e- -
di sconfort with advocacy role.

PUBLI C | MAGE: 2 Lack of nedia interest, except for negative
stories. Cov't anbivalent toward NGOs--often seeks control,
often considers irrelevant or not quite trustworthy. Sone |oca
branches of environmental NGOs cooperate with nunicipalities,
good rel ati onshi ps often draw from personal involvenent of an
"enlightened official. Social service NG3s rarely do b/c
fundi ng cones fromcenter. Surveys show public supports
envi ronnental NGOs. GCeneral distrust of NGOs--partially
resulting fromthe widely reported, shady activities by sone
NGCs, partially fromlack of famliarity--is slowy fading away.
Petitions reasonably well, direct mailing is ignored.

OTHER DONORS
Venue Sour ce Activity



NGO Sustainability Anal ysis: Estonia

ESTONI A
Devel opnment of the Not-for-Profit NGO Sect or

OVERALL: Stage Two/ Three.

LEGAL ENVI RONVENT: 2 Progress: The Estonian law is one of the
nost conprehensive in the CEE region. Estonia has adopted the
traditional civil law structure for not-for-profit organizations,
recogni zing two legal forms: associations and foundati ons.

Associ ations and foundations register with their |ocal county or
muni ci pal court. Foundations may engage in conmercial activities
related to the purpose of the organization. Constraints:

I ndi vi dual charitable contributions cannot be deducted from
personal inconme tax. A list procedure is used by the Mnistry of
Fi nance in order to allow businesses to deduct contributions to
select NGOs. Registration of the NGOs is annual and has been
frequently criticized for its |ack of procedural transparency.
New tax | egi slation, which has been drafted and approved by the
M nistry of Finance, would elimnate the |ist procedure.

ORGANI ZATI ONAL CAPACI TY: 2 (to 3) Approximately 5,000-8, 000 NGOCs
exist in Estonia today. NGOs tend to be very small, with a

vol unteer staff of 4-5 people. Certain professional groups have
a strong nenbership base; forner state-sponsored NGOs are | arger,
national in scope, and enploy staff. One-third of Estonian

popul ation is in Tallinn, and approx. 70% of resources avail able
to NGOs stay in the capital. Two NGO centers exist, the

Tonni sson Institute and the Center for Non-Profit Organizations
and Foundations. As of July 1, 1997, the Jaan Toni sson
Institute's NGO Center and the Federation of the Estonian

Not -for-profit Organizations and Foundations (the former Estonian
Foundation Center) will nerge under the nane of the latter to
avoi d further duplication of efforts. Currently they have 98
fee-payi ng nenbers. The latter also offers nenber NGOs

newsl etters, training, semnars at reduced fees, as well as
access to internet and library. Local training resources are
avai |l abl e, including in advocacy and participation issues.

FI NANCI AL VI ABILITY: 3 Progress: Estonia has executed a swft
econonmic transition and boasts a growi ng econony. Constraints:
For ei gn donor support to NGOs has drastically tapered off in
recent years as a result. A study by the Estonian Institute for
Open Soci ety Research found that sports clubs and children's
organi zations tend to benefit fromlocal corporate philanthropy:
24% of conpani es do not donate to NGOs; 50% of spend | ess than
50, 000 kroons ($4, 200).

ADVOCACY: 3 Advocacy-oriented NGOs exist, such as the AIDS
Center. Training in advocacy skills and participation issues is
avai |l abl e locally through the Estoni an Managenent |nstitute.

PUBLIC | MAGE: 3 GCenerally NGOs have a better public inmage than
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ot her types of organi zations, such as political parties. Public
perceptions of NGOs are hurt by dubi ous exanpl es of NGOs
benefitting fromtax-exenpt status, such as a Tallinn church
running a profitable restaurant on the side. Local governnents
generally are credited with being interested in NGOs' activities.
The Center for Non-Profit Organizations hosts well-attended NGO
Open Houses in different regions of Estonia. Constraints: The
Center cites the lack of nedia participation and interest inits
events and news rel eases as evidence that NGOs are not viewed as
newsnmakers by nedi a.

OTHER DONORS:

Venue Sour ce Activity

Tonl sson NGO  Vari ous, Programto pronote NGO cooperation,
EU, Soros advocacy

Ctr for Non- Sor os NGO nenber shi p organi zati on w 100

Profit Org's payi ng NGO nenbers

Open Estoni a Sor os Supports Cir; grants to ethnic and

Foundat i on human ri ghts organi zati ons
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HUNGARY
Devel opnent of the Not-for-Profit NGO Sector

OVERALL: Stage Two to Three. Since 1995, the nunber of NGOs has
i ncreased. Recent data fromthe Hungarian Stati stical

LEGAL ENVI RONVENT: 2 Progress: Constraints:

ORGANI ZATI ONAL CAPACI TY: 2 Progress: Constraints:

FI NANCI AL VI ABILITY: 3 Pr ogr ess: Constrai nts:

ADVOCACY: 7 Progress: Constraints:

PUBLIC | MAGE: 5 Progress: . Constraints:
OTHER DONCRS:
Venue Sour ce Activity
EU PHARE
Sor os, UNDP
Qpen Soci ety Sor os
Fund

Cleared by AID Vilnius, 2/11/97.



NGO Sustainability Anal ysis: Kazakstan

KAZAKSTAN
Devel opnment of the Not-for-Profit NGO Sect or

OVERALL RATI NG Biggest problemis public and governnment

unfam liarity with NGOs. There is no history in Kazakstan of a
private NGO function. It is probably that the governnent is not
supportive of extending the | oci of dissent.

LEGAL ENVI RONMENT: 5 There is no new | aw since the Soviet period

on NGOs. Assets: There are NGOs working to forma coalition to

create such a Taw. Problens: The NGOs are not aware of their new

national civics, and may not be able to get the bill introduced.
It is not clear in Kazakstan that being registered is to the

benefit of NGOs when the supporting “stage two" | aws are not yet
even bei ng consi der ed!

ORGANI ZATI ONAL CAPACI TY: 4 Kazak NG3s are between Stage one and
Stage two. Since the inception of the NGO Support project sone
NGOs have noved on to larger goals and coalitions. Assets: NGO
support project has been able to provide its offices as an

informal “center® for NGOs. Problens: Kazakstan is a | arge and
di ffusely popul ated country, NGO support centers will be
expensive to nmaintain on a decentralized basis.

FI NANCI AL VIABILITY: 4 The USAID programis designed to build in
sustai nability, including fundraising. Assets: Many of the NGO
donors work together to avoid grant overlap. Problens: It is
doubtful at this point whether the donestic philanthropic
nmentality exists for self sustaining groups.

ADVOCACY: 5 The focus of many of ALC and Counterpart“s new 1996
NGO trai nings has been training in focus and advocacy. Assets:
Many cross organi zati onal workshops have been hel d i n Kazakst an.
Probl ens: After publishing one controversial report a Kazak NGO
had its registration revoked. Denonstrations were prevented in
several cities outside the capital city last week. The Centra

Governnent maj or “voice of the people* was di sbanded | ast spring,
and has yet to conplete its first year of service, thus is not
sure of its role. There is no |legislation enpowering |oca
governnments, thus the | obbying opportunities at that |evel do not
have the force of elections behind them There will be no
Presidential election until the year 2000 in Central Asia.

PUBLI C | MAGE: 5 Assets: USAID strategi c objective focus has
brought together the need for nmedia and NGOs to becone better

i nformed. Those that have received training have produced press
rel eases and gotten nedia coverage. Problens: The i ndependent
medi a in Kazakstan is not financially stable, and thus is stil
consi dering PSAs as potentially sources for financial resources
for the stations.
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OTHER DONCRS:
Venue Sour ce Activity



NGO Sustainability Analysis: Latvia

LATVI A
Devel opnment of the Not-for-Profit NGO Sect or

OVERALL: Stage Two.

LEGAL ENVI RONVENT: 5 Unli ke Lithuania and Estonia, the | aws
governi ng NGOs have not yet undergone conprehensive revisions.
There are significant contradictions within the not-for-profit

|l egal regine. Two legal fornms for not-for-profit organizations
exi st: 1) associations ("public organizations"), defined as
menber shi p- based organi zati ons and unbrella entities for public
organi zations. Sone are true unbrella organi zati ons, such as the
Council| of Creative Unions of Latvia; others are fornmed to all ow
an organi zation to function at the national level; 2) non-
profit, limted liability conmpanies, the only I egal form which
may be used to create non-nenbershi p-based organi zati ons. A
Cabi net regul ati on provides a nechanismfor allow ng public
organi zations to be placed on a list to receive tax deductible
donati ons--85% of the donation nmay be deducted from taxabl e

i ncome of conpanies or individuals, up to 10% of total incone.

ORGANI ZATI ONAL CAPACI TY: 3 Progress: Mdst NGOs have a board of
di rectors. Individual NGOs distinguish between and boast a board
of directors, sone paid staff nenbers, a core of supporting

vol unteers and nenbers. NGO Centre offers |egal advising. Mny
NGO activists interested in training. Constraints: One-third of
Latvia's population is in Riga; 94% of resource available to NGOs
stay in Riga. Lack of indigenous NGO trainers. Mst NGOs
consi st of a handful of volunteers. Few are nenbership-based. A
1995 survey of the Latvian Departnent of Social Wl fare found
that of approx. 500 social welfare NGOs, 60% had no sal ari ed
staff.

FI NANCI AL VI ABILITY: 3 Progress: Many NGOs have mastered
proposal writing; have diversified funding sources to include
several foreign donors. Most depend on volunteers. Riga
muni ci pality has on occasion, awarded grants. G ow ng econony in
Riga, contracting one in rural areas. Constraints: Loca
governnments have little know edge and control over their budgets.

ADVOCACY: 4 Progress: NGO have devel oped experti se based on

clients served or associ ated nenbers. |In sone instances, NGO
research or expertise has hel ped change policies. Constraints:
No broad, issue-based coalitions since independence. Lack of

communi cation between NGOs--recent neetings of diverse NGOs in
Riga and Jel gava were first-tinme events for participants.

PUBLI C | MAGE: 3 Progress: Media covers NGO activities.
Nat i onal governnent and parlianent work sonmewhat with NGOs. The
"Youth Organi zati on" sponsored two mmj or press conferences this
fall to publicize issues inportant to its NGCs. Constraints:
Local governments sonetines hostile or sinply ignore; still view
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NGCs with suspicion. Very few NGOs have established even the
nost basic of internal governance and control nechani sns, such as
rules to address conflicts of interest and to prohibit self-
deal i ng by board nenbers, officers, and enpl oyees of their

or gani zati on.

OTHER DONCRS:
Venue Sour ce Activity
NGO Cent er GODenmar k Support for Center to provide
UNDP, Sor os i ncubat or services to NGOs, annua
NGO Forum newsletter.
Open Soci ety Sor os Grants to NGOs (what are funding

priorities?)



NGO Sustainability Analysis: Lithuania

LI THUANI A
Devel opnent of the Not-for-Profit NGO Sector

OVERALL: Stage Two. Wth the new governnent's appointnment of a
dedi cated NGO advisor, it is expected that the |egal status of

NE&s wll inprove, including perhaps enhancing their financial
viability by allowng them to engage in comercial activities.
Biggest needs are training (and experience), including the

training of trainers, and financial sustainability.

LEGAL ENVI RONVENT: 4 Progress: NGO |laws updated to recognize
four types of CSGs: "community organizations”, "associations,"
both nenbershi p-based, and "charity and sponsorship funds”
(foundations) and "public institutions,” both property-based. NGs
do no pay taxes on grants, although many NGOs descri be the process
of obtaining an exenption as difficult and time consum ng.

Busi nesses are allowed to deduct 40% of their profits fromtheir
taxable incone for charitable contributions. Draft law to be
introduced to new Seimas woul d make individual contributions tax-
exenpt and would exenpt associations, foundations, and public
institutions from taxes if profits support their NGO m ssion

Constraints: Registration |aw not yet updated (public institutions

unable to register). Si gni fi cant probl em of i nconsi st ent
application of the law, esp. wth regard to registration.
I ndi vi dual contributions are not tax-deductible. It is currently

illegal for foundations and associations to engage in conmerci al
activities, including financial investnents. One exception: there
is a specific list of income sources of associations and
foundations which allow them to earn interest. Conmuni ty
organi zations (and public institutions will) pay taxes on interest
and rents earned, fees charged, etc (18% VAT, 29% i ncone tax).

ORGANI ZATI ONAL CAPACI TY: 4 Progress: Mst |arger NGOs, such as
the DenNet grantees, have a board of directors. Boards, staff,
and nenbership, however, are often indistinguishable from each
ot her. The occasi onal NGO di sti ngui shes between and boasts a board
of directors and paid staff nenbers in addition to the core of
supporting vol unteers/ nenbers. NGO Support Centre setting up
regional satellites to inform advise NGGs. Centre offers |ega
advising. Many NGO activists interested in training and hundreds
have attended DemNet and NGO Support Center- sponsored training.
Local trainers available to teach accounting, conmunication
skills, civic education, coalition building, conflict resolution,
and human resource nmanagenent. Constraints: Mst NGO consist of
a handful of volunteers. Few are nenbership-based. Even stronger
NGO do not recognize need to focus their m ssion and distinguish
thensel ves fromsimlar NG3>. Few local trainers for fundraising,
strategi c pl anni ng.

FINANCIAL VIABILITY: 4 Progress: Many NGO have nastered
proposal witing; have diversified funding sources to include
several foreign donors, in-kind assistance from | ocal governnents
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(typically office space, wutilities) and volunteers. A few
muni ci palities have, on occasion, awarded grants. Constraints:
Illegality of engaging in comerical activities 1s ngjor
constraint to revenue-raising and cost-retrieval. Depr essed

econony constrains ability of nenbers to pay fees, beneficiaries
to pay for services. Few NG3s display notivation or ability to do
fund-rai sing. Lack of funding constrains government support.
Local governnments have little know edge and control over their
budget s.

ADVOCACY: 4 Progress: A few, narrowy defined advocacy
organi zations exist: political prisoners, environment, disabled.
Due to DenNet advocacy requirenent, NG learning what term
"advocacy" neans. Social and youth NG in Kaunas have forned
unbrell a organi zati ons. Use of volunteers relatively w despread
(factor of high unenploynent?) Constraints: Little comunication
between NGOs. Little N input in the effort to anmend |egislation

regul ati ng NGOs. No broad, | ssue-based coalitions since
I ndependence.
PUBLIC |IMACGE 3 Progress: Media occasionally covers N&O

activities though it is not especially know edgable or interested
in the sector. Most |ocal governnents are not famliar wth NGOs,
t hough many Conservative Party-led municipalities give at |east
lip service to including citizens and NGOs through creation of
advisory commttees to parallel city council commttees. Sone
muni ci palities reaching out sincerely and effectively (Kaunas,
Siaul aui). Constraints: Previous national governnent ignored NGOs,
al though nore optimsm with new government. Local governments
sonetines hostile or controlling, still view NGOs w th suspicion.
NG laws (and custon) do not define role played by Board of
Directors and mneke few provisions for conflicts-of-interest.
I ncreased NGO transparency and sel f-regul ati on needed.

OTHER DONCRS:
Venue Sour ce Activity
NGO Cent er EU PHARE 2 mlilion ECUs to support NGO Center,

grants program (350, 000 ECU)

NGO Cent er Sor os, UNDP NGO database, |egal consultations, NGO
For um r egi onal NGO fairs, bi-
nonthly bulletin sent to 1,200 NGOs

Qpen Soci ety Sor os Gants for inter-ethnic relations

Fund

Cleared by AID Vilnius, 2/11/97.



| SSUE PAPER
NGO DEVELOPMENT | N MACEDONI A

Issue: Wiat is the status of NGO devel opnent in Macedoni a at
this time, and what activities should USAI D undertake to further
strengthen the NGO sector?

Background: USAID has been involved with the Macedoni an NGO
sector since the m ssion opened in 1993. Various projects have
dealt with humanitarian, civic, legal, environnental, political,
educational, and wonen's organi zations. USAID project

i npl ementors have identified perhaps 500 active NGO s and

have worked with themto inprove organi zati onal structures,
expand nenbershi p, develop long-termstrategies, inprove interna
managenent, and inplenent activities. Sub-grants have been
provided to assist in initial capacity building, and to support
specific activities which denonstrate that increased capacity.
Most of the nulti-year projects in the area of NGO devel opnent
will finish in the 1997/1998 ti nmefrane.

Di scussion: Despite governnent estimates of around 5, 000

regi stered NGO s in Macedonia, the actual nunber of active NGO s
I's probably closer to 500, a nuch smaller nunber per capita than
nost ot her countries in the region.

Citizen activismin the formof NG activity is very low. It is
difficult to judge the extent to which this non-involvenent is
the result of cultural factors, socialist traditions, or a
general perception that the "listeners" are uninterested or
unw I ling to listen to citizen input to their decisionnmaking
processes.

It is true that many NGO s were initiated nore to provide a forum
for social activities than to provide a mechanismfor citizen
participation in denocratic processes. W have seen, however, a
significant shift in focus anobng our target NGO s, from a heavy
focus on talking to a heavy focus on acting. Sone of that shift
can be credited to USAID activities. USAID activities have al so
targeted the other side of the equation: the |isteners. Projects
at the local and national governnent |evel have worked (and are
wor ki ng) to encourage nore openness on the part of governnent to
the idea of involving citizens in the decisionmaki ng process.
Use of town neetings, workshops, information materials, nedia
activities, and community events have been strongly encouraged
and, in sone cases, supported financially. Wile the results at
the | ocal governnment |evel have been encouraging, there is sone
guestion as to the capability of the 123 new nunicipal units to
initiate, expand, and continue such activities, since nuch of
their effort will need to be focussed on devel opi ng the basic
structures of governance. But it is, of course, inportant that
citizen invol vement be integrated into these structures fromthe
start. At the national level, the project is still too newto
judge the governnent's real commtnent to citizen involvenent.



But it is clear that citizens' perceptions of governnment
receptivity are a strong incentive to NGO devel opnent.

Wiile the shift fromsocial to conunity-based activismis
commendabl e, many NGO s have not yet nmade the final shift: from
community activity to advocacy. NGO s need to becone nore
actively involved in policy dialogue at both |ocal and nationa

| evel s. They need to recognize their role in effecting change
within the society. This shift in focus involves, however, a
significant shift in how citizens perceive their ow roles in a
denocratic system It is difficult to judge how quickly such
changes can realistically take place. Questions that need to be
addressed, then, include the follow ng:

- What are the barriers to expanded NGO activity in Macedoni a?
(social, legal, cultural, etc.)

- To what extent are the acconplishnments realized under prior
and existing USAID projects realistically sustainable?

- To what extent can the shift to greater participation in
policy dialogue be realistically accel erated?

- What kinds of activities can/should USAID undertake in
future to solidify gains to date, to ensure sustainability, and
to encourage a greater focus on advocacy by Macedoni an NGO s?

Question: What incentives exist nowin Macedonia for citizen
partici pation in non-governnental organizations (NGO s)?

The incentives identified by the teamwere the foll ow ng:

- to obtain nenber services (information, benefits, etc.)

- to gain a channel of conmunication to policy makers

- to obtain an econom c benefit through joint action (such
as marketi ng)

- to assert independence fromthe governnent (or fromthe
power structure)

- to share common interests

- to grab power

- to change the system or exercise social responsiblity

- to participate in social activities

- to try to influence governnent decisions (to | obby)

Questions: \What are the disincentives to citizen participation
i n non-governnental organizations (NGO s)?

The disincentives identifed by the teamwere the foll ow ng:

- governnent resistance
- concern that participation, in |ight of governnent
resi stance, will affect careers/
(unwi I I'i ngness to chal | enge because of potentia
r eper cussi ons)



- lack of resources

- citizen cynicismabout the effectiveness of NGO s

- distrust of groups

- di sorgani zation/l ack of know edge of how NGO s shoul d
operate

- distaste for the conpetition between or anong NGO s

- lack of tradition of volunteerism

- reaction against the socialist systemof "forced"
vol unt eeri sm

- lack of internal denocratic systens in NGO s

- general lethargy/"don't want to be responsi bl e"

- cliquishness of NGO s along ethnic, gender, or politica
l'ines

- lack of clear |egal status and associ ated financi al
constraints

- unrealistic or vague goals, leading to inaction
di strust over use of noney by NGO | eadership
| ack of accountability/transparency in NGO operations
| ack of clear regulatory framework (and its enforcenent)

- potential msuse of NGO s by political parties or for
political purposes

- resistance fromeconom ¢ and political powers

Looki ng at current activities undertaken by team nenbers in
connection with Macedonian NGO s, there seened to be a feeling of
satisfaction with progress nmade in the areas of nenbership
enrol | ment, internal organizational structure, devel opnent of
grantsmanship skills, internal transparency and accountability,
and organi zati onal and nenber comm tnent. Sonewhat |ess
satisfactory to team nenbers was the | evel of progress on
articulation of NGO m ssion statenents and strategies, service
orientation, and internal conflict resolution skills. And

di ssatisfaction was generally expressed about the issues of
financial sustainability and advocacy rol es.



NGO Sustainability Analysis. Poland

POLAND
Development of the Not-for-Profit NGO Sector

OVERALL RATING: Since 1989, the third sector in Poland has enjoyed a renai ssance with
the registration of over 20,000 new, independent organizations over the past 7 years. NGOs
are becoming professionalized as evidenced by the establishment of a network of NGO
support organizations with standardized services and attention to performance quality; their
acquisition of organizational development and management skills; existence of a cadre of
skilled and knowledgeable indigenous trainers; increased efforts to develop indigenous
funding sources through business and local government support; and greater role in social and
economic policy formulation and development. Additional support is required in the areas of
inter- and intra-organizational cooperation, such as codlition building; legal and
administrative ability to establish endowed foundations; and lobbying. Thereis also aneed to
further develop cooperation with the public administration especially at the local level, to
establish a country-wide, consistent and transparent mechanism for funding NGO activities
by the local government and to devolve the responsibility for service delivery from the loca
government to NGOs.

LEGAL ENVIRONMENT: 2 Assets. Registering associationsisrelatively easy. Thereis
no domination of the registration process by centrad government. Any objections or
complaints brought forth by central or local government concerning NGOs must be settled by
the judicid system, which is independent of the executive and legidative branches of
government. Donations by individuals and businesses are tax exempt up to 10% of income.

Problems. Courts have been refusing to register foundations if their statutes contain clauses
enabling them to conduct business activities for the last two to three years, thereby closing a
source of revenue for NGOs. NGOs are required to submit annua reports and financial
statements to the Ministry most closely related to the organization's area of activity, resulting
in a great degree of discrepancy in assessment and evauation. Consistent and transparent
requirements for reporting format and level of control are needed for the third sector as a
whole. Currently, a new law on "public benefit" organizations is being considered, that
would require the re-registration of the mgjority of foundations now operating in Poland.

ORGANIZATIONAL CAPACITY: 1 Assts Increased knowledge of and cooperation
among NGOs facilitated by a national information bank on NGOs that is regularly updated
(KLON/JAWOR). Tremendous increase in skill acquisition since 1992 thanks to U.S. and
European public and private aid promoting the development of indigenous training and NGO
support organizations, such as the Open Society Network. Problems. Resources that support
training are directed to training institutions and not to NGOs, hampering the development of a
consumer market for training. Thereis an overal lack of awareness about the important role
played by NGO support organizations in developing civil society. Indigenous resources are
most often directed to NGOs meeting basic human needs. Organizations are only beginning
to cooperate or form coalitions, especialy as regards lobbying. _Further assistance is needed
to strengthen sustainability of the NGO-support organizations.
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FINANCIAL VIABILITY: 2 Assets. Procurement of services by national and local
government from NGOs is increasing. Models of consistent and transparent funding of
NGOs by loca government established and being replicated. Awareness of the need for
diversity of funding sources is growing in the third sector. The development of community
funds is at the initiation stage with the registration of United Way/Poland, a major grant
secured for this purpose by Poland's Soros foundation (the Stefan Batory Foundation) and a
number of loca efforts, such as the project developed by one of the DemNet grantees.
Poland has good training programs and consultation services available in fund raising.
Problems. There are few indigenous endowed foundations, and it is very difficult to register
them. Thereis agenerd fear that before reliable and consistent local sources are developed,
foreign ingtitutions will cease supporting the Polish third sector, thereby leaving NGOs
without any significant sources of support.

ADVOCACY: 2 Assats: Thereis an increase in the number of public advocacy activities
being initiated by NGOs, as evidenced by coalitions and umbrella groups of NGOs working
on children's rights, rights of disabled persons, reproductive rights, human rights and
environmental protection. During the last presidential campaign, a questionnaire was
distributed to each candidate to determine their position on the third sector. The Forum of
Non-Governmental Initiatives, a DemNet grantee, provides Parliament and the Senate
information on the third sector and input on the formulation of the proposed law on public
benefit organizations. The KLON/JAWOR Directory of Foundation and Associations has
been distributed to all representatives in the national government. Problems: The practice of
lobbying is in its beginning stage with both NGOs and elected representatives, therefore the
role, ethics and techniques of this skill are not fully developed. Representation of the third
sector as awhole has devel oped unevenly, at times from the top down, at times from the grass
roots, resulting in tension between umbrellas claiming to represent NGOs and the lack of a
unified front.

PUBLIC IMAGE: 2 Assets: During the last year, NGOs have begun to work more
effectively with the media, as evidenced by an increase in positive local and national
newspaper articles, radio interviews and television programs. A series on NGOs has been
initiated on nationa educationa television; local newspapers are covering the activities of
DemNet grantees, DemNet conducted a press competition on the best article about NGOs
which garnered over 200 entries, with the winning articles published by Poland's largest daily
newspaper; Poland's largest daily newspaper gave front page coverage to an administrative
decision by the Warsaw regiona Treasury Office to impose a40% tax on grants to NGOs and
provided editorial comment denouncing this decision. The Forum of Non-Governmenta
Initiatives is developing a code of ethics with the Third Sector. Volunteer Centers are
operating at four of the country's regional NGO support centers (members of Open Society
Network) to promote volunteerism among individuals and prepare NGOs to include
volunteers into their organizations. Problems: A 1993 audit of foundations established by
centra government institutions and supported by public funds found a number of serious
irregularities. This was widely reported in the press and resulted in a distrust of all
foundations by the general public. Gains have been made in trying to overcome this widely-
held opinion, but unfortunately it will be some time before this view is dispelled. There is
still an insufficient understanding among the populace as a whole of the role of the non-profit
sector in a democracy. The third sector tends to be perceived narrowly as involving
charitable activities - less frequently as conducting lobbying or representing particular
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interests.

OTHER DONORS:
Venue Sour ce Activity




NGO Sustainability Anal ysis: Ronmania

ROMANI A
Devel opnment of the Not-for-Profit NGO Sect or

OVERALL: Follow ng the dem se of the Ceaucescu governnment in
1989, Romani a experienced a burst of associational life, with
NGOs springing up throughout the country. Many of these NGGs did
not last long. Since then, in Bucharest and the major cities of
Transyl vani a, a growi ng nunber of professional NGOs wth paid
staff and a core of volunteer workers have established

thensel ves. Several of these began with |arge infusions of
forei gn donor dollars, now have national reach, and are

| npressi ve organi zations. In addition, NGOs are generally
recogni zed as vi able nenbers of the civil society community, and
increasingly are interacting effectively with | ocal governnents,
busi nesses and nedia. Still, the vast mpjority of Romani an NGOs
remain small, poorly organized, and strapped for financing.

Esti mates of active NGOs range from 12, 000-13, 000 groups
officially registered; of these, less than half are likely to
survive for any length of tinme and many fewer will becone viable
over the long term

LEGAL ENVI RONVENT: 4 Relative to their conpatriates in other CEE
countries, NGOs in Romania are relatively well off, fromthe

| egal standpoint. Law 21, the "sleeping beauty" that governs NGO
activity and dating from 1924, remains in effect. It allows for
reasonably quick and easy registration of both associations and
foundati ons by appropriate sectoral governnment mnistries.

Because Law 21 is so old, there is no effective oversight at the
national |evel of NGOs. The NGO Forum of 1995, spearheaded by
Centras (an advocacy NGO founded by I FES with USAI D support) and
working with the Mnistry of Justice, is finetuning a new NGO | aw
whi ch is scheduled to be presented publicly June 5. Best
estimates are that it will be the end of the cal endar year before
the | aw recei ves governnment approval and is presented to
Parlianment for debate. Meanwhile, under regul ations dating from
1991, NGOs are tax-exenpt for menbership dues, donations, and
interest incone, as well as fromthe VAT for public
interest/humanitarian activities; they nmust pay taxes on

econoni cally generated revenue. As of 1994, donors to Romani an
NGGs, including foreign donors, may deduct up to five percent of
their annual taxable income, if given as a gift to an NGO

ORGANI ZATI ONAL CAPACI TY: 3 Wiile many Romani an NGOs consi st of a
smal| group of activists organized around a particular issue
(e.g., environnent, disabled, Black Sea issues, etc.),

i ncreasingly they are com ng to understand the value of having a
core of paid staff and are acquiring the financial resources to
do this, from Soros, EU Phare, or Wrld Learning. Oten full-
time staff will join an NGO for a particular project and then

| eave, since too often funds are available only on an activity-
by-activity basis (donors dislike fundi ng genera
operational /adm ni strative costs). Except for the |arger
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Buchar est - based groups, boards of directors are still rather

rare, as nost Romani ans work too hard and | ack the tine to engage
in board activity. Many if not nbst Romanian NGOs are wel |l aware
of the generous foreign donor grant resources now avail abl e, and
are taking advantage of training in how to access these. They

al so are seeki ng out managenent training, which increasingly is
offered in the major cities outside of Bucharest.

FI NANCI AL VI ABILITY: 4 Foreign donor support renains essentia
for nost NGOs. Wthout Soros funding in particular--which is by
far the quickest and easiest to acquire--nost NGOs woul d be hard-
pressed to nove beyond basic organi zati onal neetings into
proj ect - based action. Dependence on foreign donor funding
remai ns a necessity even for the |arger Bucharest groups.
Fostering the |long-termexistence of a truly indi genous Romani an
grant-giving operation is a key challenge. NGO proposal-witing
skills remain elenentary, although nore and nore training in this
Is avail abl e and bei ng taken advantage of. Sonme NGOs, such as
the Society for Denocratic Action, have rai sed nodest anounts of
funds | ocally.

ADVOCACY: 4 Romanian NGOs are waking up to the possibilities of

advocacy activity. The human rights group, APADOR-CH, broke

ground several years ago by enploying a | obbyist to track draft

| egi slation froma human rights perspective. The |ocal elections

nonitoring organi zati ons succeeded in convincing parlianent to

all ow representatives of NGOs to nonitor elections. Most

| obbying to date, however, has taken place between individua

citizens and their |ocal governnments--fostered through such

prograns as the Dial og Project, which operates in several cities

I n Transyl vania. The Denocracy Network Program through Wrld
Learning, is probably the nbost active pronoter and teacher of

advocacy techni ques for NGOs; advocacy is at the heart of W's

trai ni ng net hodol ogy. Graduates of W.'s advocacy training speak

of the exciting avenues they see as open to them for dial oguing

collegially with local governnent officials on particul ar issues.
It had never occurred to nost of themthat having frank

di scussion with their elected officials on key issues and

probl enms was an option. Local officials are reportedly

I ncreasingly recpetive to NGO positions and proposals. But the

process i s just beginning.

PUBLI C | MAGE: 3 Increasingly NGOs are being taken seriously in
Romani a as devel opnent partners. They are seeking out |oca

nmedi a coverage and putting their best foot forward. Local nedia
in turn seem eager to cover NGO activities. As stated above,
city council and other |ocal governnment officials are willing and
sonetimes eager to deal w th NGO groups, although this is by no
means al ways the case. NGOs working in the sane general topic
areas (e.g., environnmental protection) are starting to band
together in informal coalitions to put out their nmessage and to
advocate their interests. There is every reason to believe that



NGO Sustainability Anal ysis: Ronmania

the new national |evel government will be nore receptive to NGO
i ssues than their predecessors--who were reasonably cooperative
to begin with. The president's office has a highly conpetent
seni or adviser on NGOs on staff.

OTHER DONORS:

Venue Sour ce Activity
Sor os
EU PHARE

Drafted 3/31/97.
u: \ dgsr pub\ dgpub\ docs\ ngo\ ngoovw. r om
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RUSSI AN FEDERATI ON
Devel opnment of the Not-for-Profit NGO Sect or

OVERALL RATING Politically, NGO and civil society have cone a
| ong way since 1992. Wdespread appreciation for civil liberties
and the right to hold differing opinions eventually neans that
Russians wll start to nmake use of their new y-acquired freedons
to organize, and increasingly vocalize their interests to the
governnment. The long-run chances for the "third sector"” thus,
appear relatively good. However, the overall economc clinate
necessary, ultimately, for any longer-termsustainability in
civil society is sinply not yet present. Banking and | ending
institutions find it far nore profitable to continue investnents
I n hol di ng conpani es, rather than in production, due to
I nconsi stencies in Russian tax, fiscal and procurenment policies.
The squeeze on corporations to pay taxes as high as 90% of
profits (sonetinmes higher) do not |lend thenselves to an
at nrosphere where the NGO sector, dependent on phil ant hropy, could
profit. Wile concerns about imrediate political stability have
| essened since June, the current atnosphere of ungovernability
from Moscow s perspective nmay pronpt |arger econom c (and even
political) crackdowns, which would certainly discourage the |ong-
termgrowth of an independent, prosperous civil society. 1In
order for this society to manifest, Russian econom c production,
particularly that in the industrial Volga and Siberian
heartl ands, will have to be reviived.

Publ i c perception of NGO activities, and the perceptions of
the NGO community itself, remain strongly conditioned by soviet-
era conceptions which saw NGOs as sinply "transm ssion belts" for
the state, rather than i ndependent organizations on their own.
Overcom ng this | egacy remai ns perhaps the strongest attitudina
obstacle to | onger-term change.

Background. Russia's econony renmains stymed, in part
because of the trenendous wage, enterprise and tax arrears
affecting every econom c sector and regi on, brought about in
part, ironically, because of the Russian Governnent's steadfast
adherence to the conditionality of structural readjustnent
gui delines required by the on-going $10 billion I M- loan. (The
fact that the I MF canceled its COctober tranche suggests that tax
arrears, in particular, have grown so troubling that
i nternati onal donor agencies cannot afford to ignore them) The
uncertain outconme of Yeltsin's operation, and the near
di sintegration of the noderate coalition that brought President
Yeltsin to power a second term have acted to underm ne politica
stability, despite generally free and fair elections. Al
parties seemto agree that continued political instability woul d
damage Russia's short-term and perhaps | ong-term chances for
econom c restructuring and recovery. NGOs face not only these
"macro" difficulties but a historical environnent deeply
suspi ci ous of voluntarismand generally indifferent toward
charity.
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LEGAL ENVI RONMENT: 3 Assets. NGOs have received clearer
direction on their legal status and the |egal scope of their
activities fromthe laws "On Public Associations” (May 1995), "On
Charitable Activity and Charitable Organi zations"” (July 1995),
and "On Non- Commerci al Organi zati ons"” (Decenber 1995), as well as
fromprovisions contained in the Gvil Code (January 1995).
Problens. Currently, the legal franmework on charitable giving to
NGOs 1s unclear. VWhile this is recognized as an issue within the
NGO conmmunity, there haven't been many efforts to anend the | aw
Simlarly, NGO are quickly recognizing the value of receiving
governnment contracts for service delivery but procurenent
gui delines are not well established. At the national |evel and
at dozens of local levels, draft |egislation on such procurnent
(known as social contracting (sotsial'nyi zakaz) are being
di scussed, but have not yet been adopt ed.

ORGANI ZATI ONAL CAPACI TY: 3  Assets. The two pre-em nent NGO
resource centers in Siberia (Novosibirsk) and the North Caucasus
region (Krasnodar) serve a total of 15 cities, and are actively
utilized by regional NGO as training and networking centers.
(Eurasi a Foundati on serves as many as 30-40 unbrella regional
organi zations with considerably smaller grants.) Local training
capacity appears to be growi ng, with Mdscow trai ners capabl e of

| eading on a full range of topics, including: organizationa
managenent, vol unteer nmanagenent, fund-raising, coalition-
bui | di ng, advocacy, financial managenent, and |egal issues. NGOs
are requesting training and informati on on specific topics.
Russi an nmanagers are taking over responsibilties fromdeparting
US PVGs (such as the Wnrock Consortiun). Problens. Large

regi onal discrepancies in NGO devel opnment create inconsistencies,
particul arly outside Mdscow and vari ous regi onal hubs. NGOs
still clearly suffer froman absence of a clearly-defined
menber shi p, defined Boards of Directors, a lack of interna
denocrati c governance and too many one-person NGOs.

FI NANCI AL VI ABILITY: 4 Assets. Training on fund-raising is
wi dely avail able and grant-witing is a now a conmon activity
anong NGO activists, who have | earned surprisingly quickly about
t he nmechanics of tapping into outside funding sources.
I nternational donors are actively fundi ng NGOs throughout Russi a.
There is w despread novenent to adl pt [ocal |laws on | oca
governnment procurenent of the sotsial'nyi zakaz. There is
under st andi ng anong the NGO community at large (albeit little
activity) on the need for devel opi ng donestic fundi ng sources,
and the larger notion of corporate philanthropy. Problens. At
this point, little funding diversification away fromthe
I nternational donor conmunity can be said to exit (one report,
e.g., states that 85%of all funding of Russian NGOs cones from
foreign sources). Current tax legislation and the ad hoc
behavi or of Russian firnms in the face of such lack of fiscal and
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tax coherence clearly discourages financial philanthropy because
of the requirenents of reporting profits (which nost firnms sinply
do not do). Gving is largely done by neans of personal contacts
and is far fromsystematic. Perhaps nore inportantly, a
depressed econony cannot sustain the financial needs of NGOs and
the social sector, regardless of tax |aws.

ADVOCACY: 3 Assets. At both |ocal and national |evels, NGOs
are becom ng increasingly active in advocacy canpai gns and are
working with | ocal governnments to solve problens. |In Russian
the operative termfor future success appears to be "partnership"”
(partniorstvo) rather than "l obbying” (lobirovanie), reflecting a
growi ng attitude of working together to solve problens. Ctizen
advi sory boards are increasingly comon, for exanple, within

| ocal governnments. Coalitions anong wonen's, human rights,

envi ronnental groups and soci al service delivery agencies, and
others are clearly formng and influencing policy. Sone groups
actively nonitor and | obby their [ ocal governnent officials on
sel ected topics. Sone cases of political activismare evident--
the Mothers of Sol diers against the war in Chechnia), an

envi ronnmental group in Yekaterinburg, which sent out and then
published in a | ocal newspaper candi date surveys, a network of
yout h organi zations in 40 different cities doing voter education
ai med at younger voters. Problens. Russia's political history
has gi ven activisma bad reputation; therefore, many NGOs
explicitly shy away frominvol venent in politics, advocacy or
anything resenbling it. The public remains |argely unaware of
this side of NGOs' work and the role they can and do play in

pol i cy-making and politics. Systens for civic participation are
not yet institutionalized at either |ocal or national |evels.

PUBLIC | MAGE: 4 Assets. The NGO sector is beginning to
recogni ze the inportance of social narketing; organi zations even
exist that train solely on this topic (for exanple, NG "Focus").
Regul ar tel evision shows in southern Russia explain the work of
| ocal NGOs to the public. In Siberia, an "NGO Day" was held to
publicize the work and successes of NGOs in the region.
Governnent is increasingly aware of the role NGO can play, and
i n many cases have set up citizen advisory boards on various
i ssues. Problens. Media does not generally cover NGO activity,
with sonme exceptions (eg, Mothers of Soldiers). Wile there are
publications by and for the NGO sector, there is no systenatized
sel f-regul ation or established code of conduct for NGOs. The
probl emis exacerbated by cynicismof the public toward
artificial "NGOs" generated by the state during the Soviet era
(eg, the Wnen's International Peace Comm ttee); such perceptions
are strongly held and di scourage new activity. A recent survey,
for exanple, found that only 4% of the popul ati on were aware of
the role NGOs can pl ay.
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Qpportunities. The Russian-Anerican Enterprise Fund remains
backl ogged with very little transactions taking place, despite
sonme recent USAID and congressional criticismof the Fund. NGOs
remai n deeply dependent on USAID, the NI'S Consortium the Soros
Foundation and the Eurasia Foundation, rather than on indi genous
sources, for funding.

Goals. USAID s primary goal in Russia remains the
strengthening of a vibrant, grass-roots civil society, diverse,
pluralistic and powerful enough to withstand a new authoritarian
I mpul se froma declining Mbscow and its attendant state
institutions, severely weakened after five years of erosion and
decline. The USG s secondary role, given Russia's "graduation”
date of FY1998 (or FY1999)--a figure that practically no one on
the field feels is realistic or appropriate--is to encourage a
cor porat e at nosphere conductive to philanthropic charity,
buttressed by an effective tax code that permts, and encourages,
private charity. (No such tax code currently exists.)

Strategies. The possible endowrent of the Eurasia
Foundation, wth its focus on small-grant nechani sns to pronote
smal | business and civil society devel opnment after FY1997
represents one el enent of ensuring the first goal may continue to
be nmet regardl ess (or perhaps because of) USAID s departure from
Russia. However, there is currently little enthusiasmfor
pursui ng that goals, given severe budget reductions for Russia
(FY1997--approximately $50 million altogether) and conpeting
demands for those resources.

Suggested Target Indicators: (In order of inportance) (a)
an econom c recovery, marked by high rates of internal investnent
in the nost profitable sectors of the econony--0il, gas, natura
resources, mnerals, |light manufacturing; (b) the enactnent of
| ocal tax legislation and municipal |egislation encouraging
charity and normalizing NGO i nvol venent in local political and
econom c activities; (b) increased NGO comunity outreach
prograns and nore professionalized, pluralistic NGO managenent in
day-to-day operations; (c) increased dissem nation of
i nformation, through publishing and the internet, anong NGOs
wor ki ng on simlar issues.

OTHER DONCRS:
Venue Sour ce Activity
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GENERAL RECOWMMENDATI ONS:  Require match funding; keep grants
smal | and use grants to encourage, rather than di ssuade, NGO
cooperation and effectiveness; assist NGOs to expand outreach to
the private sector; encourage NGOs to adopt nore professiona
organi zati onal systens and engage in comunity outreach;

encour age Russi an Governnent |egal drafters, NGOs, donor

organi zati ons to dial ogue together on tax regulations,
significance and role of NGOs, particularly at the | ocal |evel.
Initiate forunms for discussion, but | eave work and organi zati ona
particulars to NGOs; and encourage nore publishing of books,
panphl ets, as inexpensive substitute for conferences which are
nore costly, cunbersone, difficult, etc.
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SLOVAKIA
Development of the Not-for-Profit NGO Sector

OVERALL RATING: Itisdifficult to rate the status of the NGO sector in Slovakia because of the
contradictions which exist between the ability and capacity of the NGO sector itself, and the overall
political environment in which they operate. Some members of the current GoS have voiced
suspicion about the sector's connection to foreign funders and view the sector as part of the
opposition. This GoS view hasimplications for the legal, financial, and public perception of the
sector.

There are more than 10,000 NGOs registered in Slovakia, the vast majority of which were created
after 1989. The legal status of the sector is currently in flux as the government is in the process of
preparing a comprehensive NGO legidative framework. It is still unclear what the complete
legidlative framework will look like and how the new laws will be implemented, which has caused
considerable uncertainty within the sector, and heightened suspicion of the GoS' intentions toward
the sector. The NGO sector has functioning organizational and representative structures in place,
including the Gremium for the Third Sector and the Slovak Academic Information Agency - Service
Center for the Third Sector (SAIA-SCTS). The NGO sector holds an annual conference, and has
done so for the past three years, at which the sector as awhole looks at its devel opmental needs,
identifiesits priorities for the coming year, and develops a strategy for accomplishing these
priorities. The sector has made considerable strides in the past year in developing its political voice
and itsrole as aforum for public policy, most significantly in its opposition to the Bill on
Foundations. The sector united in the "SOS Third Sector Campaign” and stimulated public debate on
this legidlation, attracting significant support, both domestically and internationally, for the NGO
sector's position. While the bill ultimately passed with few modifications, the campaign did much to
raise public awareness of the NGO sector, and improve the sector's overall image. The NGO sector
and international observers remain concerned about how the Foundations Law will be implemented
and about the delay in enactment of the companion pieces of legislation which would provide
alternative legal forms under which NGOs can register.

LEGAL ENVIRONMENT: 4 Articles 29 and 37 of the Slovak Constitution guarantee the right of
Slovak citizensto associate freely in clubs, societies or other organizations. There are currently two
legal forms under which NGOs can register and operate, civic associations and foundations.
However, the GoSisin the process of preparing legislation which would create two additional legal
forms, Non-Investment Funds (NI1Fs) and Non-Profit Public Benefit Organizations (NPPBOs). The
first of these laws is expected to become effective June 1, 1997 and the latter January 1, 1998. To
date, NGOs have reported no difficulties in registering (outside the usual bureaucratic hassles) and
operate without harassment from the state. However, only six foundations have re-registered under
the new Foundations Law, which came into effect September 1, 1997. Some fourteen applications
are currently pending approval. Many existing foundations are registering as civic associations
because they are not able to meet the requirements to re-register as a foundation. Corporations can
deduct 2% of taxable income for charitable contributions; individuals can deduct 10%. The Income
Tax Law exempts NGOs from paying tax on certain categories of income, such as membership dues,
donations, and--under certain conditions--income generated by economic activities related to the
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purpose of the NGO. The Ministry of Finance (MoF) isin the process of preparing a new Income
Tax Law which is expected to go into effect January 1, 1998. However, it does not appear likely that
there will be any changesin the new Law asit relates to NGOs. Problems: All existing foundations
must re-register under the terms of the new Law on Foundations by August 30, 1997. Two
companion pieces of legidation, the Bills on NIFs and NPPBOs, would provide suitable aternatives
for those (primarily small) foundations not able to re-register as foundations under the new
Foundations Law. With the enactment of these two bills, experts tell us Slovakia could have a model
NGO legidative framework in place. Much will then depend on how all these NGO |laws are

implemented.

ORGANIZATIONAL CAPACITY: 2 Assets: Thelevel of organizational and management
capacity varies among the sectoral areas, with environmental NGOs being the best organized and
strongest organizations. Social and humanitarian, while by far the most numerous, are also the
weakest organizationally and managerialy. The number of paid staff and the number of volunteers
working in NGOs increases yearly. Based on an April 1996 survey conducted by SAIA-SCTS of
1,639 NGOs (generally considered to be the most active in Slovakia), the average number of full-
time staff in aNGO was 2.18, and the number of volunteers grew from 142 in 1994 to 233. SAIA-
SCTSwhich has officesin six cities around Slovakia, acts as a clearinghouse for information on the
sector, housing a database and directory of NGOs, and as aresource center for NGOs, providing
training and advice, and publishing a quarterly newsletter for NGOs. There are several loca

organi zations which provide training and support services for NGOs on a variety of topics, including
the Center for Support of Local Initiatives in Banska Bystrica, the Environmental Training
Partnership in Kosice, and Partners for Democratic Change in Bratislava. Problems. NGO support
structures currently lack adequate outreach to smaller communities. The sector itself has identified
this as a problem and is taking steps to correct it. These steps include the creation of regional
Gremiums and a shift in NGO activities to focus on rural communities and citizen participation.

FINANCIAL VIABILITY: 3 Assets: The NGO sector in Slovakiais still largely dependent on
foreign funding, especially NGOs working in the areas of democracy and human rights. The NGO
sector in Slovakia has begun to realize this and to recognize that it must play arolein the
development of a domestic donor base. The NGO sector, in cooperation with a multitude of private
funders and government donors, has begun to explore community foundations and other community
models as ways to foster community philanthropy in Slovakia. Although thereis evidence that
domestic support for NGOs is on therise, there still exists a perception among NGOs that local
businesses don't give. Local capacity to teach fund-raising techniques aso needs to be further
developed. Efforts to develop a stronger domestic donor base are under way and include the
establishment of a number of community foundations around the country and other efforts to develop
linkages with local government, business and the community at large. These include the Slovak
community philanthropy development initiative and the USAID/American Chamber of Commerce
corporate philanthropy initiative. The Gremium is also lobbying the MoF for changes in the Income
Tax Law, including an increase in the percentage of deductible income for businesses and
individuals, and greater tax breaks for NGOs, especially on income earned through economic
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activities for the purpose of carrying out publicly beneficial purposes. Problems: Substantial funding
for social and humanitarian NGOs comes from the state and is awarded by the various ministries.
Thereisalack of transparency in how these funds are awarded and some ministries have tended to
favor certain NGOs over others (generally thought to be for political reasons) which has caused
tensions within the NGO sector. Many of the problems with devel oping a domestic donor base stem
from the fact that Slovakiais just emerging from an economic depression and in general, lacks a
tradition of charitable giving.

ADVOCACY: 2 Assets. The Gremium, an elected representative board for the NGO sector
advocates for the interests of the sector and participates in the drafting of and comments on
legislation relating to the NGO sector. In 1996 the Gremium organized the "SOS Third Sector
Campaign” against the then-pending Law on Foundations. The NGO sector opposed this law because
they felt it increased government involvement in the registration and operation of the sector, it
introduced more restrictive conditions for the registration and operation of foundations, and because
it contained a requirement for minimum basic assets (100,000 SK or approximately $3,000) which
many existing foundations would not be able to meet. Through this campaign the Gremium was able
to stimulate public debate of this draft legislation and to mobilize sector and public support for their
position through a series of debates on this draft legislation, interviews with the media, public ralies
around the country, letters to and meetings with members of parliament and the international
community, etc. There are severa other examples of NGOs successfully advocating for an issue or
policy, and/or influencing public policy. These include the NGO People and Water's campaign
against the construction of a dam in eastern Slovakia, the Association of Judges' protest against
perceived political interference in the approval of two judges, the Syndicate of Journalists opposition
to the Ministry of Culture's (MoC) medialaw, and the Save Culture protests against perceived MoC
interference in the independence of cultural institutions. Another illustration of the sector's ability
and capacity to respond to changing needs, issues and interests in the community and country include
the decision at the 1996 nationa conference to create regional offices of the Gremium in order to
better serve the needs of and be in touch with NGOs around the country. This was in response to the
territorial and administrative redistricting of the central government which occurred in 1996, as well
as the growing regionalization of the sector. At this conference, the sector also took the first steps
toward developing cooperative relationships with other sectors, including business, trade unions, and
local government. Thisillustrates the NGO sector's awareness of the need to, and importance of,
joining forces with other members of the community to pursue issues of mutual interest and to
jointly solve community problems. The Gremium has since entered into an agreement of cooperation
with the Confederation of Trade Unions. Problems: The sector needs to maintain the momentum
gained this past year and find ways to share the lessons learned from its successful advocacy
campaigns. The sector's advocacy was generally carried out in response to crisis sSituations, they need
to develop a more sustained and strategic approach to advocacy.

PUBLIC IMAGE: 3 Assets: The "SOS Third Sector Campaign” mentioned already contributed
significantly to increasing public knowledge of the NGO sector, to improving their understanding of
the role NGOs play in democratic society, and to the development of a positive image of the sector in
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general. Based on the results of a public opinion poll from February 1996, the mgjority of
respondents perceive NGOs as useful, with social and humanitarian NGOs, not surprisingly, topping
the poll. Media coverage of the NGO sector has increased dramatically in the past year aswell, and
while the media outreach element of their work still needs development, NGOs are increasingly
making media and public outreach a part of their organizational strategies. For example, over 593
articles or broadcasts dedicated to the work of DemNet grantees were reported in 1996, afigure
which under-reports the actual total. Also, during the "SOS Campaign" a survey of the media found
that 123 reports, articles, interviews and analyses were published over atwo month period and 66%
of the Slovak population reported that were aware of and paid attention to the media debate about the
Foundation Law. Problems. Some members of the current GoS are suspicious of the NGO sector, at
least certain NGOs. There is a perception among the sector that the GoS would like to split the sector
in order to better control it. Evidence to support this was seen in the appearance of a pro-government
umbrella NGO organization, the Union of Associations and Foundations, during the midst of the
"SOS Third Sector Campaign.” This Union did not join in the campaign and was quoted as being in
favor of the GoS version of the draft Law on Foundations.
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USAID NGO SUPPORT - FUTURE PLANS: With the Democracy Network Program entering the
final year of athree year program, we have begun to think about "what next" as far as USAID
support to the NGO sector in Slovakia goes. Asthere already exists considerable support from
bilateral and multilateral donors and private funders to support indigenous NGOs, including EU
Phare, British Charities, Open Society Fund, Ford Foundation, Rockefeller Fund, Mott Foundation,
Sasakawa Peace Fund, and German Marshall Fund among others, we believe that our future support
for the NGO sector will be better placed in trying to generate mechanisms to support the long-term
sustainability of the sector. As Slovak NGOs have proven themselves capable of managing grant
funds, carrying out projects, and analyzing and addressing their own development needs, we aso
believe that any future assistance we provide should be conveyed directly through indigenous
organizations. Therefore a U.S. NGO managed program is no longer necessary or appropriate. We
have tried to identify some of the most important developmental needs which still face the sector.
Many of these issues will continue to be addressed in the remaining year of DemNet and through
other on-going USAID funded activities such as the NDI community organizing project and the
VOCA rura development project. We believe the most pressing problem, however, isthe
development of a dependable, domestic financial base for the sector's long term sustainability. Right
now the NGO sector is still largely dependent on foreign donors. Toward this end, we will be
working directly with the NGO sector to support its own efforts to stimulate philanthropy in
Slovakia, through the CPDI, as well as the corporate philanthropy initiative. Additionally, we will
pursue the creation of an endowed indigenous grant-giving foundation to support democracy
building NGOs beyond 1999. The goal of this foundation will be to sustain support for democratic
reforms and to provide limited, longer term financial support for democracy building NGOsin
Slovakia, asthese NGOs are likely to have a harder time securing resources from domestic sources
than NGOs working in the social, humanitarian, and environment sectors. An endowed foundation
would also provide a more structured framework for identifying and supporting other worthwhile
democracy building activities.
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SLOVAKIA

OVERALL RATING: Stage 2.5: It isdifficult to rate the status of the NGO sector in Slovakia
because of the contradictions which exist between the ability and capacity of the NGO sector itself,
which we rate quite high, and the overall political environment in which they operate. Some
members of the current GoS have voiced suspicion about the sector's connection to foreign funders
and view the sector as part of the opposition. This GoS view has implications for the legal, financial,
and public perception of the sector.

There are more than 10,000 NGOs registered in Slovakia, the vast majority of which were created
after 1989. The legal status of the sector is currently in flux as the government is in the process of
preparing a comprehensive NGO legidative framework. It is still unclear what the complete
legidlative framework will look like and how the new laws will be implemented, which has caused
considerable uncertainty within the sector, and heightened suspicion of the GoS' intentions toward
the sector. The NGO sector has functioning organizational and representative structures in place,
including the Gremium for the Third Sector and the Slovak Academic Information Agency - Service
Center for the Third Sector (SAIA-SCTS). The NGO sector holds an annual conference, and has
done so for the past three years, at which the sector as awhole looks at its devel opmental needs,
identifiesits priorities for the coming year, and develops a strategy for accomplishing these
priorities. The sector has made considerable strides in the past year in developing its political voice
and itsrole as aforum for public policy, most significantly in its opposition to the Bill on
Foundations. The sector united in the "SOS Third Sector Campaign” and stimulated public debate on
this legidlation, attracting significant support, both domestically and internationally, for the NGO
sector's position. While the Bill was ultimately passed with few modifications, the campaign did
much to raise public awareness of the NGO sector, and improve the sector's overall image. The NGO
sector and international observers remain concerned about how the Foundations Law will be
implemented and about the delay in enactment of the companion pieces of legislation which would
provide alternative legal forms under which NGOs can register. Through the International Center for
Not-for-Profit Law (ICNL), we will continue to work with the Ministry of Justice (MoJ) and the
Gremium on the preparation and enactment of the two remaining draft laws. Also, through the
DemNet Country Program, we have awarded a sub-grant to an indigenous NGO to conduct alegal
education activity on the new NGO legislation. This activity includes training lawyers to provide
legal advice for NGOs re-registering under the new laws as well as general information on what the
new laws mean for NGOs and how they operate. ICNL has been providing technical legal assistance
for this activity aswell.

LEGAL STATUS: Stage 2: Articles 29 and 37 of the Slovak Constitution guarantee the right of
Slovak citizensto associate freely in clubs, societies or other organizations. There are currently two
legal forms under which NGOs can register and operate, civic associations and foundations.
However, the GoSisin the process of preparing legislation which would create two additional legal
forms, Non-Investment Funds (NI1Fs) and Non-Profit Public Benefit Organizations (NPPBOs). The
first of these laws is expected to become effective June 1, 1997 and the latter January 1, 1998. To
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date, NGOs have reported no difficulties in registering (outside the usual bureaucratic hassles) and
operate without harassment from the state. However, only six foundations have re-registered under
the new Foundations Law, which came into effect September 1, 1997. Some fourteen applications
are currently pending approval. Many existing foundations are registering as civic associations
because they are not able to meet the requirements to re-register as a foundation. Corporations can
deduct 2% of taxable income for charitable contributions; individuals can deduct 10%. The Income
Tax Law exempts NGOs from paying tax on certain categories of income, such as membership dues,
donations, and--under certain conditions--income generated by economic activities related to the
purpose of the NGO. The Ministry of Finance (MoF) isin the process of preparing a new Income
Tax Law which is expected to go into effect January 1, 1998. However, it does not appear likely that
there will be any changesin the new Law asit relates to NGOs. Problems: All existing foundations
must re-register under the terms of the new Law on Foundations by August 30, 1997. Two
companion pieces of legidation, the Bills on NIFs and NPPBOs, would provide suitable alternatives
for those (primarily small) foundations not able to re-register as foundations under the new
Foundations L aw. With the enactment of these two bills, experts tell us Slovakia could have a model
NGO legidative framework in place. Much will then depend on how all these NGO laws are
implemented. ICNL, through its USAID grant, will continue to work with the MoJ and the Gremium
on the preparation and enactment of these two remaining pieces of status legislation. They have also
begun to cultivate a working relationship with the MoF to assist the NGO sector in their effortsto
improve the tax environment for NGOs and donors.

ORGANIZATIONAL AND MANAGEMENT CAPACITY: Stage 2.5: Assets. The level of
organizational and management capacity varies among the sectoral areas, with environmental NGOs
being the best organized and strongest organizations. Social and humanitarian, while by far the most
numerous, are also the weakest organizationally and managerially. The number of paid staff and the
number of volunteers working in NGOs increases yearly. Based on an April 1996 survey conducted
by SAIA-SCTS of 1,639 NGOs (generally considered to be the most active in Slovakia), the average
number of full-time staff in a NGO was 2.18, and the number of volunteers grew from 142 in 1994
to 233. SAIA-SCTS which has offices in six cities around Slovakia, acts as a clearinghouse for
information on the sector, housing a database and directory of NGOs, and as a resource center for
NGOs, providing training and advice, and publishing a quarterly newsletter for NGOs. There are
severa local organizations which provide training and support services for NGOs on avariety of
topics, including the Center for Support of Local Initiatives in Banska Bystrica, the Environmental
Training Partnership in Kosice, and Partners for Democratic Change in Bratislava. Problems: NGO
support structures currently lack adequate outreach to smaller communities. The sector itself has
identified this as a problem and is taking steps to correct it. These steps include the creation of
regional Gremiums and a shift in NGO activities to focus on rural communities and citizen
participation. In itsfinal year, the DemNet Country Program will concentrate on the development of
grantee NGO capacity in anumber of areas, including advocacy, strategic thinking and planning,
efficient and effective management, implementation of accurate accounting and financial planning
procedures, development of realistic and accurate reporting mechanisms, and development of fund
raising and proposal writing capacity. USAID is also funding the Volunteersin Overseas
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Cooperative Assistance (VOCA) rura community development program which works with NGOs
and community leaders to encourage economic sustainability and democratic decision-making in
rural areas. Through a series of workshops, seminars and meetings, this program works with rural
community associations to develop skills such as project planning, asset building, social and
economic analysis, and fund-raising, at the conclusion of which the rural communities are eligible
for mini-grants to carry out a specific community-defined activity.

FINANCIAL STATUS: Stage 2.5: Assets: The NGO sector in Slovakiais still largely dependent on
foreign funding, especialy NGOs working in the areas of democracy and human rights. Although
there is evidence that domestic support for NGOsis on therise, there still exists a perception among
NGOs that local businesses don't give. Local capacity to teach fund-raising techniques also needs to
be further developed. Efforts to develop a stronger domestic donor base are under way and include
the establishment of a number of community foundations around the country and other effortsto
develop linkages with local government, business and the community at large. These include the
Slovak community philanthropy development initiative and the USAID/American Chamber of
Commerce corporate philanthropy initiative. The Gremium is aso lobbying the MoF for changesin
the Income Tax Law, including an increase in the percentage of deductible income for businesses
and individuals, and greater tax breaks for NGOs, especially on income earned through economic
activities for the purpose of carrying out publicly beneficial purposes. Problems: Substantial funding
for social and humanitarian NGOs comes from the state and is awarded by the various ministries.
Thereisalack of transparency in how these funds are awarded and some ministries have tended to
favor certain NGOs over others (generally thought to be for political reasons) which has caused
tensions within the NGO sector. Many of the problems with developing a domestic donor base stem
from the fact that Slovakiais just emerging from an economic depression and in general, lacksa
tradition of charitable giving. The NGO sector in Slovakiais beginning to realize that they are
largely dependent on foreign funding and recognize that they must play arole in the development of
adomestic donor base. The NGO sector, in cooperation with a multitude of private funders and
government donors, has begun to explore community foundations and other community models as
ways to foster community philanthropy in Slovakia. The first step in this process is a study to
determine the feasibility and viability of community philanthropy in Slovakia and to look at what is
already taking place. Results from the CPDI study are expected in late May, with recommendations
asto next steps. We will wait to see the results of this study to determine what, if any, assistance
USAID should provide for thisinitiative. In acomplimentary initiative USAID has joined forces
with the American Chamber of Commerce, other donors and private funders, and the NGO sector to
foster the development of corporate philanthropy among international and domestic businessesin
Slovakia. Asthisisanew initiative, we are still developing the details of the assistance to be
provided, most likely on the "supply side." This approach, in addition to CPDI, will be important for
securing the long-term sustainability of the NGO sector.

ADVOCACY & OVERSIGHT: Stage 2.5: Assets: The Gremium, an elected representative board
for the NGO sector advocates for the interests of the sector and participates in the drafting of and
comments on legislation relating to the NGO sector. In 1996 the Gremium organized the "SOS Third
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Sector Campaign” against the then-pending Law on Foundations. The NGO sector opposed this law
because they felt it increased government involvement in the registration and operation of the sector,
it introduced more restrictive conditions for the registration and operation of foundations, and
because it contained a requirement for minimum basic assets (100,000 SK or approximately $3,000)
which many existing foundations would not be able to meet. Through this campaign the Gremium
was able to stimulate public debate of this draft legislation and to mobilize sector and public support
for their position through a series of debates on this draft legislation, interviews with the media,
public rallies around the country, letters to and meetings with members of parliament and the
international community, etc. There are several other examples of NGOs successfully advocating for
an issue or policy, and/or influencing public policy. These include the NGO People and Water's
campaign against the construction of adam in eastern Slovakia, the Association of Judges protest
against perceived political interference in the approval of two judges, the Syndicate of Journalists
opposition to the Ministry of Culture's (MoC) medialaw, and the Save Culture protests against
perceived MoC interference in the independence of cultural institutions. Another illustration of the
sector's ability and capacity to respond to changing needs, issues and interests in the community and
country include the decision at the 1996 national conference to create regional offices of the
Gremium in order to better serve the needs of and be in touch with NGOs around the country. This
was in response to the territorial and administrative redistricting of the central government which
occurred in 1996, as well as the growing regionalization of the sector. At this conference, the sector
also took the first steps toward devel oping cooperative relationships with other sectors, including
business, trade unions, and local government. Thisillustrates the NGO sector's awareness of the need
to, and importance of, joining forces with other members of the community to pursue issues of
mutual interest and to jointly solve community problems. The Gremium has since entered into an
agreement of cooperation with the Confederation of Trade Unions. Problems. The sector needs to
maintain the momentum gained this past year and find ways to share the lessons learned from its
successful advocacy campaigns. The sector's advocacy was generally carried out in response to crisis
situations, they need to develop a more sustained and strategic approach to advocacy. DemNet will
continue to work with grantee NGOs and the Gremium for the Third Sector on strategic thinking and
planning, and advocacy in the remaining year of the program.

PUBLIC IMAGE of NGOs: Stage 2.0: Assets. The "SOS Third Sector Campaign™ mentioned
already contributed significantly to increasing public knowledge of the NGO sector, to improving
their understanding of the role NGOs play in democratic society, and to the development of a
positive image of the sector in general. Based on the results of a public opinion poll from February
1996, the mgjority of respondents perceive NGOs as useful, with social and humanitarian NGOs, not
surprisingly, topping the poll. Media coverage of the NGO sector has increased dramatically in the
past year as well, and while the media outreach element of their work still needs development, NGOs
are increasingly making media and public outreach a part of their organizational strategies. For
example, over 593 articles or broadcasts dedicated to the work of DemNet grantees were reported in
1996, a figure which under-reports the actual total. Also, during the "SOS Campaign” a survey of the
media found that 123 reports, articles, interviews and analyses were published over atwo month
period and 66% of the Slovak population reported that were aware of and paid attention to the media
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debate about the Foundation Law. Problems: Some members of the current GoS are suspicious of the
NGO sector, at least certain NGOs. There is a perception among the sector that the GoS would like
to split the sector in order to better control it. Evidence to support this was seen in the appearance of
a pro-government umbrella NGO organization, the Union of Associations and Foundations, during
the midst of the "SOS Third Sector Campaign.” This Union did not join in the campaign and was
guoted as being in favor of the GoS' version of the draft Law on Foundations. DemNet will continue
to work with grantee NGOs and the Gremium for the Third Sector on effective use of mediain
putting out the message about what they are doing, improving the public’s perception of the NGO
sector, and increasing public understanding of the role that NGOs play in afree-market, democratic
society. Thiswill be done through a series of media-outreach training events, production of amedia-
relations manual, of amediatracking and reporting process for each grantee, and staging of press
conferences with many grantees.

USAID NGO SUPPORT - FUTURE PLANS: With the Democracy Network Program entering the
final year of athree year program, we have begun to think about "what next" as far as USAID
support to the NGO sector in Slovakia goes. Asthere already exists considerable support from
bilateral and multilateral donors and private funders to support indigenous NGOs, including EU
Phare, British Charities, Open Society Fund, Ford Foundation, Rockefeller Fund, Mott Foundation,
Sasakawa Peace Fund, and German Marshall Fund among others, we believe that our future support
for the NGO sector will be better placed in trying to generate mechanisms to support the long-term
sustainability of the sector. As Slovak NGOs have proven themselves capable of managing grant
funds, carrying out projects, and analyzing and addressing their own development needs, we aso
believe that any future assistance we provide should be conveyed directly through indigenous
organizations. Therefore aU.S. NGO managed program is no longer necessary or appropriate. We
have tried to identify some of the most important developmental needs which still face the sector.
Many of these issues will continue to be addressed in the remaining year of DemNet and through
other on-going USAID funded activities such as the NDI community organizing project and the
VOCA rura development project. We believe the most pressing problem, however, isthe
development of a dependable, domestic financial base for the sector's long term sustainability. Right
now the NGO sector is still largely dependent on foreign donors. Toward this end, we will be
working directly with the NGO sector to support its own efforts to stimulate philanthropy in
Slovakia, through the CPDI, as well as the corporate philanthropy initiative. Additionally, we will
pursue the creation of an endowed indigenous grant-giving foundation to support democracy
building NGOs beyond 1999. The goal of this foundation will be to sustain support for democratic
reforms and to provide limited, longer term financial support for democracy building NGOsin
Slovakia, asthese NGOs are likely to have a harder time securing resources from domestic sources
than NGOs working in the social, humanitarian, and environment sectors. An endowed foundation
would also provide a more structured framework for identifying and supporting other worthwhile
democracy building activities.
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Tajikistan
Development of the Not-for-Profit NGO Sector

OVERALL: Tajikistan shares with the other nations of Central Asia the history of no prior
experience for independent NGOs. The continuing civil war, recently exacerbated by the
fall of Kabul to fundamentalist Moslems, dominates national politics. NGO development
is an Embassy priority as a way of demonstrating a path out of war to settle conflicts.

LEGAL STATUS: Stage one. NGOs from all over the CAR met in Issykul, Krygystan in
November of 1995 to discuss NGO status, including groups from Tajikistan. Follow-on
activities begun last spring to follow up on this have not yet resulted in developing a
unified path. Several NGOs at the initial meeting to discuss an NGO law felt that it was
not the place of NGOs to become involved in advocacy.

FINANCIAL STATUS AND VIABILITY: Stage One. NGOs are grant dependent.
There is a good amount of cohesion among the donor community, which can monitor the
small numbers of NGOs.

ORGANIZATIONAL & MANAGEMENT CAPACITY: Stage One. Many groups in
Tajikistan are still fearful of drawing government attention to themselves. They are not
pushing to be models of transparency. However, the unified NGO support center in
Dushanbe provides a meeting place for NGO members to develop a sense of themselves.
One of their first activities was to publish a newspaper insert describing the role of the
third sector.

ADVOCACY & OVERSIGHT: Stage One. Civil war has meant that many of the NGOs
are formed only in single cities. The government is allowing the groups to hold meetings
however, and to receive training.

PUBLIC IMAGE OF NGOS: Stage one. The third sector is not widely covered on
Tajikistan electronic media, which is still struggling to get the right to establish an
independent media.

OTHER DONORS:
Venue Source Activity



TURKMENI STAN

Devel opment of the Not-for-Profit NGO Sect or

Overal | assessnent. Turknenistan is basically unrefornmed on the
I ssue of human rights and citizen advocacy.

LEGAL STATUS: Stage one. There are a handful of environnental
NGOs which have nmet with little governnent interference.
Advocacy groups in general have had difficulty conducting
oper ati ons.

FI NANCI AL STATUS: Stage One. NGOs are grant dependent. There is
a good anmount of cohesion anong the donor community, which can
nmonitor the tiny nunbers of NGOs. AS they are still working on
political viability, many donors are willing to support those
groups that are responsibly representing citizen rights.

ORGANI ZATI ONAL & MANAGEMENT CAPACI TY: Stage One. There have been
no NGO trainings conducted in Turknenistan. Several NGO nenbers
have attended training in Uzbeki stan.

ADVOCACY & OVERSI GHT: Stage One: Probl ens: See above. Assets:
Wth curiosity, if not credence, the international comunity has
seen the opening of the new Turknen Center for Human Rights in
Ashgabat. Al so, one of the NGO in Turkneni stan has witten, and
had printed a book of essays on civil rights.

PUBLI C | MAGE OF NGOS: Stage one. The third sector is not at the
point to discuss this.

OTHER DONCRS:
Venue Sour ce Activity
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UKRAI NE
Devel opnment of the Not-for-Profit NGO Sect or

OVERALL RATING Stage One. One of the primary obstacles to
devel opi ng a sustai nabl e NGO sector in Ukraine is the lack of a

| egal and regul atory environnent conducive for NGO growth and
sustainability. In addition, there is often public

m sunder st andi ng about the role NGO could play in the society,
such as being a 'watchdog' for the governnent and providing
soci al services that the governnent does not provide. Simlarly,
their is often m sunderstandi ng anong governnent officials about
the role of NGOs in developing civil society in Wkraine. Oten,
the governnment views NGOs as their conpetitors which is
under st andabl e gi ven that the governnent has had conpl ete

aut onony over the last 70 years. Lastly, private contribution to
NGOs is mninmal due to the poor economic situation and | ack of

I ncentives (e.g., tax incentives).

LEGAL ENVI RONMENT: 4 Assets: Active citizen and NGO
participation in the adoption of a NGO law is anticipated in
1997. International donors are very concerned that a NGO | aw be
adopted and the donors are working together to assist Ukrainian
NGCs, government officials and | egal experts in drafting NGO

| egi sl ati on which woul d hopefully create an environnent conducive
for NGO growth and sustainability. For instance, later this
fall, the International Center for Non-Profit Law (ICNL), a U. S.
PVO, supported by the MOTT Foundation, will be conducting a

sem nar with Ukrainian NGOs active in drafting legislation this

fall. USAID's new NGO devel opnent programw || address NGO | egal
and regul atory issues. Problens: Exanples of sone of the issues
that need to be addressed in a NGO law are as follows: 1) NGOs
need to have special tax status as non-profit organi zations; 2)
there needs to be sone | egal recourse for NGOs denied
registration by the Mnistry of Justice; and, 3) private
organi zati ons need tax incentives to donate funds or in-Kkind
contributions to non-profit organizations. During the recent
Gore-Kuchma tal ks in Cctober 96, a representative fromthe
M nistry of Justice spoke on NGO devel opnment and said that whi
a NGO law is needed in Wkraine, it will probably take a long ti
before it is reviewed and passed in the Rada. Interestingly,
bef ore the adoption of the Ukrainian Constitution in June 96, a
draft NGO | aw had gone through a first reading in the Parlianent.
It is our understanding that this NGO law is no | onger being

reviewed by Parlianent and a “new' NGO | aw draft will be revi enwed
in the future.

e
nme

ORGANI ZATI ONAL CAPACI TY: 4 Assets: Sound Managenent and
financial skills are clearly lacking in the NGO sector in

Ukrai ne. These concepts are very new to these buddi ng

organi zations. USAID has provided sone very basic training in
the areas of project design and NGO managenent. As part of the
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USAI D- Count er part Foundation program a cadre of 39 Ukrainian
trainers were trained who in turn trained over 1500 Ukrai ni an NGO
| eaders in project design and 500 i n NGO managenent. Six NGOs
resource centers throughout Ukraine have recently been supported
by a joint grant fromthe Eurasia, Soros and Mttt Foundati ons.
These NGO resource centers will provide support the NGOs in their
regions by providing individual NGO access to hardware such as
computers and faxes as well as providing training and

di ssemi nating/sharing information anong NGOs and fostering the
devel opnent of NGO coalitions. These resource centers will also
reach out to NGOs working in undeserved rural areas. Broad based
trai ning and technical assistance is one of the nain activities
to be provided under the new USAI D NGO program Training wl|
cover such topics as conmmunity organi zati on and needs assessmmet,
by-1aws and m ssion statenents, program planning, staff
recruitnment and training, fund-raising and grant-witing,

fi nanci al nmanagenent, program i npl enentation, program eval uati on,
governnment relations, etc. In addition, this programw || provide
speci al i zed techni cal assistance to certain social service NGGs,
as needed.

FI NANCI AL VI ABI LI TY: 4 Assets: NG are receiving financia
support froma variety of donors active in Kyiv such as USAID
(i.e., USAID supported U. S. PVOs, Eurasia Foundation),

I nternational Renai ssance (Soros) Foundation, United Nations,
TACI S and the Canadi an Enbassy. USAI D-supported Counterpart
Foundation held a conference in June 1996 which focused on
replicable and i nconme generating nodels for the provision of
social services. Sustainability of indigenous NGOs has becone a
maj or issue for the international donor community. Cear
under st andi ng anong NGOs of the fact that only potentially
sustai nable projects will be supported by donors is being

achi eved.

ADVOCACY: 4 Assets: Goups focussing on advocacy, politics,

busi ness, health care, social welfare, and environnmental concerns
have been forned, thus a response to specific issues is clearly
evident. A nunber of cases portray citizens and NGOs ability to
successfully advocate on behalf of citizen interests. For
exanpl e, town hall neetings have been organi zed in support of the
drafting of the new Constitution, a civil code, and a w de
variety of legislation; and the Ukrainian Association of Cities
is now | obbying the central governnent for greater
decentralization. In addition, the Ukrainians have expressed
great interest in the establishnent and operation of sonme form of
cl eari nghouse for NGO i nformation and expertise. An NGO sem nar
is being organized by the Pylyp Olyk Institute to address the

i ssues |i ke advocacy and | obbying. Problens: Citizens' |ack of
experience with a civil society have hindered the devel opnent of
NGOs .

PUBLIC | MAGE: 4 Assets: Ukrainians realize the extent of the
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probl ens facing their country and seem open to the idea that
governnent al one cannot renmedy this situation and that NGOs are
essential to this end. As previous exanples above indicated,
human rights investigations, regular public opinion polls, public
policy journals, and political TV prograns are a product of the
NGCs and have hel ped contribute to their social and politica
stature. In addition, increased NGOs and nenbership as rel ated
to provision of services and policy advocacy is expected in 1997
and 1998, and greater debate and nmedi a coverage throughout
Ukrai ne of the issue of wonen's role in Ukrainian society,

catal yzed in part by wonen's NGOs, is predicted. Problens:

Al t hough sone Ukrai ni an governnental officials understand and
appreciate the role NGO>s nmay/should play in the society, the
majority of them having no experience working with NGOs, use
their power not to admt NGOs in the social and politica
structure of the country.

OTHER DONCRS:
Venue Sour ce Activity
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UZBEKI STAN
Devel opment of the Not-for-Profit NGO Sect or

Overal | : Uzbeki stan shares with the other nations of Centra
Asia the history of no prior experience for independent NGOs.

The governnent“s stated policy is that the country is going
t hrough a phased transition of the econony, to avoid soci al
turmoil. In practice, Uzbekistan still nonitors dissent.

LEGAL STATUS: Stage One. NGOs fromall over the CAR net in

| ssykul, Krygystan in Novenber of 1995 to di scuss NGO st at us,

i ncl udi ng groups from Uzbeki stan. Follow on activities begun

| ast spring to follow up on this have resulted in a new alliance
anong NGOs, but they have not successfully drafted a new | aw on

regi stration. Asset: Follow ng President Karinov‘s visit to the
United States he has shown a new openness to di scuss issues
surroundi ng human ri ghts.

FI NANCI AL STATUS. Stage One. Mostly, NGOs are grant dependent.
There is a good anobunt of cohesion anong the donor comunity,

whi ch can nonitor the still small nunbers of NGOs. There have
been several efforts to intensively partner USPVOs with

i ndi genous NGOs. This has had varyi ng degrees of success, as the
new NGOs struggle with the old state NGOs which carried out their

functions. As in the past “interest groups“ were mandated and
paid for by the state, it is still difficult to encourage these
groups to becone financially self sufficient.

ORGANI ZATI ONAL & MANAGEMENT CAPACI TY: Stage One. Many groups in
Uzbeki stan are still fearful of draw ng governnent attention to
t hensel ves. They are not pushing to be nodels of transparency.

ADVOCACY & OVERSI GHT: Stage One. There is no |ocal governnent,
and the parlianent has yet to differentiate itself as a
denocratic institution. In the interest of phased change, nost
consul tations that the parlianent has show interest in have been
econom c laws. Asset: Recent follow on surveys of groups in
Uzbeki stan who had received grants showed that nearly 50% of them
had had sonme contact with governnment officials regarding their
NGO or the issue in which they were interested. (Note: the
question did not seek to see if it was a positive interaction,
and whet her there was a change in the officials attitude.) The
target for NGOs having nedia contacts at the beginning of 1996
was 10% after a successful pilot training, this area becane a
training priority, and the recent feedback from surveyed NGOs was
that 70% of them had had interactions with the nedia.

PUBLI C | MAGE OF NGOS: Stage one. The third sector is not wdely

covered on Uzbeki stan el ectronic nmedia, which is still struggling
to get the right to establish an independent nedi a.

OTHER DONORS:
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